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2 KEY ECONOMIC INDICATORS: AUSTRALIA 


All values in million U.S.$ Exchange rate: A & B-US$1.00=A$0.893. 
unless otherwise stated. C-US$1.00=A$0.838,except GNP and trade 
data where weighted average US$1.00=A$0.855 
used due to varying FY72 rates. 


ITEM A B c D* 

Years are fiscal years (FY) (FY70) (FY71) | CUMULATIVH % 
(FY72) (Change 

INCOME, PRODUCTION, EMPLOYMENT Pe 

GNP at current Prices (6/72) 33,697 37,054 42,672 10.3 
GNP at Constant (FY67) Prices (6/72) 30,364 7 
Per Capita GNP,Current Prices(6/72)($)} 2,721 8.2 
Plant & Equipment Investment (3/72) 1,671 7.6 
Labor Productivity Index (FY67=1000) * Se ea ae - 
Avg.Weekly Earnings (Males) (3/72) ($) 81.19 9.0 
Personal Income (3/72) 22,892 11.9 
Ingot Steel Prod.('000 tons) (6/72) 6,769 -4.2 
Electricity Prod. (mil.kwh) (6/72) 53,796 5.1 
Employment (5/72) ('000 persons) 5,314 0.4 
Avg. Unemployment Rate (Est) (%) (5/72) se * 2 ae - 
Money Supply (6/72) 16,615 10.4 
Public Debt Outstanding (6/72) 14,790 0.0 
External Debt (6/72) 1,770 0.0 
Ext.Debt Service Ratio (6/72) (%) 2.1 - 
Interest Rates SOA a aR OE: me 


Saving Banks Deposit Rate (6/72)(%) |3.75/5.00|3.75/5.00| 3.75/5.00 - 


Com'l.Banks Overdraft Rate(6/72) (%) 8.25 - 
Consumer Price Index (FY1967=100) (6/72 109 .4** 114.6** 122.2** 6.6 


BALANCE OF PAYMENTS AND TRADE 


Gold & For.Exch.Reserves (6/72) 3. 9ae 2,553 65.1 
Balance of Payments (6/72)+/- +43 - 
Balance of Trade (6/72) +/- +281 - 
Exports, FOB (6/72) 4,627 11.9 

U.S. Share (6/72) 623 5.8 
Imports, FOB (6/72) 4,346 -3.4 


U.S.Share (6/72) 


1,081 1,167 1,021 13.2 


Main Exports to U.S.: Meat ($332.8),Chemicals (including alumina) ($79.1, 
Fish products ($47.6), Metaliferous ores & scrap ($46.5), Sugar ($42.8),Non 
ferrous metals ($30.7),Greasy wool ($15.5),and Iron & steel ($13.2). 


Main Imports from U.S.: Non-electric machinery($272.3),Transport equipment 
($155.2),Electrical machinery($69.5),Chemical elements & compounds($56.7), 
Professional & scientific instruments($43.1),Plastic materials ($31.5), 


Chemical materials & products($28.6),Manufactures of metal nes($24.3, and 
Textiles($22.2). 


Footnotes :*C/same cumulative portion of B;based on Aust.currency values. 
**Average for FY. 


Sources: Official publications of the Commonwealth Government 





SUMMARY 


The Australian economy is now in a period of restrained growth. 
Consumer spending has been sluggish and new capital spending has 
fallen off. Unemployment has reached two percent of the labor 
force, the highest level in ten years. There are some indications 
that business is picking up again. Price increases are un- 
comfortably high, but may have stopped accelerating. The Budget 
for FY 1973 is designed to stimulate spending. However, it could 
also add to inflationary pressures in 1973. The labor scene may 
see greater efforts to obtain wage increases outside of the 
arbitration system as well as further moves for a 35-hour week. 
Australian exports have grown strongly. The largest trade surplus 
in 20 years and heavy capital inflow during the past year have 
added to Australia's international reserves, which are now $4.7 
billion. Many observers believe that the Australian dollar is 
undervalued. 


Development of Australia's rich mineral resources and eventually 
of related processing industries should provide the basis for 
further strong expansion of its economy. This will provide a 
continued attractive market for exports of US goods and services. 
However, American exporters must be prepared to face intense 
competition. While foreign investment is generally welcomed in 
Australia, some aspects are under close scrutiny. A Senate 
Select Committee is inquiring into overseas ownership and control 
of Australian resources. Takeovers of existing Australian firms 
by overseas interests have drawn particular fire. Some govern- 
mental action to screen takeovers seems likely. 








CURRENT ECONOMIC SITUATION AND TRENDS 
Restrained Economic Growth 


After several years of strong expansion, the Australian 
economy is now in a period of restrained growth. The 
situation varies among the different sectors. For the 
financial and statistical year which ended June 30 (FY 1972), 
Gross National Product grew by just under 3 percent (in real 
terms). The slow-down was greatest in the second half of 
that year. Unemployment has continued to rise to the highest 
level in ten years. The rate of inflation is high but has 
stopped accelerating. 


The slow-down in expansion of the economy resulted mostly 
from sluggish aggregate demand. Consumer spending was 
restrained throughout the past year, even though aggregate 
incomes and private savings were at an all-time high. Sales 
of some consumer durable goods were down and automobile 
sales levelled off. The recent boom in private non-dwelling 
investment seemed to end its cycle. The extraordinary 
expansion during recent years of investment in mining also 
was interrupted as a result of international monetary diffi- 
culties and slackening demand in the prime Japanese and other 
markets. 


Depressed world demand has affected output of minerals. 
Production of coal continued to gain, but iron ore output 
increased only marginally. There has been a decline in 
production of copper, lead, zinc, and mineral sands. During 
the three months ending in June 1972, indicators of output 
of major industrial items also showed a mixed trend. Eighteen 
out of 31 items showed increased output while the remainder 
were down. The greatest weakness was for several consumer 
durables and cotton yarns. Some iron and steel products and 
tinplate were also down. Gas, and woolen and synthetic 
textiles showed good gains; building materials increased 
moderately; and output of motor vehicles began to show good 
recovery. 


Conditions in the agricultural sector were better than 
expected during the recent crop year, with reasonably good 
rain during the Australian spring and early summer. Volume 


of agricultural production was up by 4.5 percent with major 
crops showing increases of from 10 to 15 percent. Meat 
production was up 12 percent over FY 1971. The estimated 
gross value of rural output rose by 9 percent, due largely 
to higher beef, sugar, and dairy product prices and a 
recovery in wool values. The outlook for FY 1973 is for 
continued high production in most crops. However, winter 
grains have been affected by drought. Wheat production is 
likely to be the lowest in many years, at a time when world 
demand is outstripping supply. The wool price is expected 
to continue upward. Sugar and meat production are also 
expected to expand. The Australian Government and meat 
industry welcomed President Nixon's decision in June to 
lift restrictions on U.S. meat imports for the remainder 

of 1972. It seems likely that Australia's shipments to 

the U.S. will exceed by about 30 million pounds the amount 
(600 million pounds) allocated to Australia before the re- 
straints were lifted. 


Government expenditure, nevertheless, has continued strong 
and was 11 percent greater than during the previous year. 
Construction of private dwellings has been moving well ahead. 
Easy liquidity conditions prevailed also during the past 
year. The good surplus on the balance of payments has 
contributed further to higher liquidity. The volume of 
money increased by 10 percent, a greater rate than in pre- 
vious years. 


Employment Down, Prices Up 


During the twelve months through May, civilian employment 
increased by 1.2 percent, a considerable drop from the growth 
of 3.3 percent for the preceding twelve months. In the three 
months through May, however, employment increased at an 
annual rate of 2.5 percent, substantially better than the 
rate during the preceding nine months. The better recent 
performance was due in part to Government grants to create 
jobs in rural areas. Unemployment has nevertheless gradually 
increased since January 1972. At the end of July, those 
registered as seeking jobs reached 112 thousand, seasonally 
adjusted, (compared with 78,000 the year earlier). This 
latest figure is 2 percent of the labor force, and the worst 
unemployment situation in ten years. Unfilled job vacancies 
also continued to decline steadily reaching 31 thousand at 








the end of July, against 41 thousand a year earlier. In 
keeping with the general employment trends, hours of over- 
time worked in factories have also fallen off in recent 
months. 


Average weekly earnings have risen about 9 percent during 
the past year. The annual National Wage Case decision was 
handed down, after a delay of nearly six months, in May. 
The latest award grants a flat increase of A$2.00 per week, 
which is an average gain of about 3 percent, whereas the 
previous decision in December 1970 granted a 6 percent pay 
increase. The latest award avoids the criticism directed 
at earlier wage decisions that they were responsible for 
inflationary pressures by pushing up costs excessively. 
However, it seems more likely that labor groups will seek 
further increases outside of the arbitration system by 
collective bargaining with employers. This could result 
in more labor disputes and work stoppages. For the wage 
case to be decided later this year, labor is seeking an 
increase of 18 percent on the basic wage (now equivalent 
to $77 per week). Labor groups have also been pressing to 
extend the 35-hour week to more workers. It is recognized 
that the shorter working week will be generally accepted 
eventually, but this issue could be a cause of labor unrest 
for the near future. 





A strongly rising price index has been probably the major 
problem of the economy. Data for the three months ending 
in June indicates, however, that the accelerating rate of 
increase may have been stopped. For that quarter, the 
consumer price index rose by 0.9 percent, well below the 
1.7 percent during the corresponding quarter of 1971. For 
the full year ending in June, the rise was 6.1 percent, an 
improvement over the 7.0 percent rise for the twelve months 
ending in the March quarter. 


Trade and Payments - Larger Surpluses 


For FY 1972, Australian exports were valued at $5.7 billion, 
an increase of 12 percent over FY 1971. There were large 
increases in exports of meat, sugar, coal, and chemicals. 
These heavily outweighed slight decreases in exports of 
wheat and flour, fruit and non-ferrous ores. Australian 
imports for the year were $4.7 billion, a decline of 3 


percent from FY 1971. There were significant decreases in 
imports of capital equipment such as non-electrical equip- 
ment and appliances, transport equipment, and pulp and 
paper products. Imports of textiles, clothing, footwear, 
medicines and pharmaceuticals nevertheless showed good 
increases. The trade surplus was over one billion dollars, 
as compared to $250 million for FY 1971, and was the largest 
surplus in 20 years. The apparent net capital inflow was 
over two billion dollars, an increase of $500 million over 
FY 1971. For the year, the balance of payments surplus 
was approximately $1.7 billion which added strongly to 
Australia's international reserve position. 


As of August 16, holdings of gold and foreign exchange by 
the Reserve Bank had risen to $4.7 billion. The reserves 
have doubled since May 1971 and are the equivalent of ten 
months' imports. Australia's swollen exchange reserves 

have served to strengthen the view held by many qualified 
observers that the Australian dollar was left undervalued 
following the realignment of world currencies in December 
1971. The decision then to depreciate the Australian dollar 
slightly (by 1.75 percent) in relation to the previous 
parity with the currencies of Australia's trading partners 
was the result of a political compromise. The Country Party 
members of the coalition government held out for a devaluation 
part way with the US dollar to benefit incomes of exporters 
of agricultural products, who are its chief constituents, 
and manufacturers. 


Expansionary Budget Presented 


In presenting the Federal Budget for FY 1973 to Parliament 
the Federal Treasurer said it is aimed at stepping up the 
rate of growth of the economy. The main features of the 
Budget are designed to encourage consumer spending. Personal 
income tax rates are cut by an average of ten percent, with 
the largest percentage reductions for lower and middle 

income groups. Pension rates are increased, and exemptions 
from estate and gift duties are raised. Budget expenditures 
are expected to increase by 11.6 percent to $12 billion, 
whereas revenues will increase by 6.8 percent. The resultant 
deficit of $630 million is a measure of the additional 
stimulus to spending built into the Budget. There seems to 








be fairly general press, business, and public agreement 

that the Budget will in fact stimulate consumer spending, 
but that there will be some delay before its effects are 
felt on capital expenditure and employment. Some observers 
believe that the Budget will have to be reviewed early in 
1973 as the increased spending will by then add new strength 
to inflationary pressures. 


There were several preliminary signs, even before the 
Budget was presented, that the economy may be starting 

to pick up again. These include the good growth of 
residential housing, the improving outlook for wool, some 
increase in retail sales and in motor vehicle production, 
as well as the generally higher incomes. The Budget should 
add further stimulus to these beginnings. Several surveys 
of business opinion have found expectations that business 
will be better later in 1972 and early in 1973. However, 
with the possibility that a Labor Party government may be 
installed after the Federal Elections later this year, most 
businessmen are reported to be adopting a "wait and see" 
attitude before expanding their activities. This will make 


it difficult in the meantime for the economy to move ahead 
at full speed. 


IMPLICATIONS FOR THE UNITED STATES 


Opportunities in an Expanding Economy 


Australia has a diversified and expanding economy with well- 
established agricultural, mining, manufacturing, transport, 
financial, and service sectors. Its long established 
Parliamentary type of government is a guarantee of political 
stability, and the rights of individuals and property are 
safeguarded under its legal system and institutions. Ex- 
tensive mineral deposits, including iron ore, bauxite, 
uranium, nickel and natural gas, have been discovered, many 
of them only recently. Development of these deposits and, 
eventually, of related processing industries should provide 
the basis for further strong economic expansion in the years 
ahead. 





With per capita income one of the highest in the world, 
Australia provides an attractive and growing market for goods 
and services. U.S. exporters already sell over one billion 
dollars worth of goods annually to Australia and supply 
almost one-fourth of its imports. However, high tariffs 
protect an extensive domestic manufacturing sector and make 
it difficult for many U.S. product lines to compete. The 
best sales prospects are for capital equipment and products 
that incorporate the most advanced technology. These include 
machines and equipment for packaging, materials handling, 
testing and controls, transportation, excavating, mining and 
ore processing as well as computers, automated business 
machines, data communications systems, and engineering and 
technical services. 


U.S. Services to Help Meet Competition 


The Australian market is highly competitive. Exporters from 
the UK, Japan, France, Germany, Switzerland, and other highly 
industrialized countries are making strong efforts to im- 
prove their sales to Australia. American exporters should 

be alert to every opportunity to enhance their competitive 
position. Several facilities offered by the United States 
Government can help. 


The United States Trade Center for Australia, which is based 
in Sydney, can be used to supplement the regular sales 
promotion activities of American exporters. Firms may take 
part in regular programmed exhibits at the Center which 
feature specific product lines. The Center's facilities 

are also available to U.S. firms for individual promotional 
activities in the intervals between the regular exhibitions. 
Companies which have exhibited their products at the Center 
since it opened two years ago have reported highly successful 
sales and prospects. 


The United States Export-Import Bank offers a program of 

loans and guarantees that can be adapted to virtually any 
situation for financing large purchases of U.S. goods and 
services or purchases on extended terms. U.S. firms interested 
in sales to Australia, or other countries abroad, should in- 
quire about the advantages of using the export financing 
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programs and services of the Export-Import Bank. 
Areas to Watch 


Although the income tax rate structure was modified in the 
new Budget, as reported above, the Government has just 
authorized an inquiry into the whole tax structure. The 
inquiry is intended to recommend alterations of the existing 
tax system and/or new taxes to improve the working of the 
economy and better distribute the tax burden. It will be 

at least a year before the inquiry is completed. This could 
lead eventually to changes in rates and the structure of 
various taxes affecting business. It is still tocearly, 
however, to make any predictions. 


U.S. exporters should be aware that a full conversion to 

the metric system by a series of gradual changes over a 
five-year period is taking place in Australia. Requirements 
for marking of packages and revision of the customs tariff 
to show metric equivalents have already taken effect. Dates 
for conversions of specifications affecting other commodities 
and industries over the next few years have been established. 


Legislation to permit the Federal Government to apply 
stricter controls on restrictive trade practices and 
monopolies is being drafted. It will be presented to 
Parliament probably when decisions in several pending 
court cases have clarified several specific aspects of the 
Federal Government's powers in this field. 


Close Watch on Foreign Investment 


The Australian Federal and State Governments have in the past 
broadly welcomed foreign investment with very few limitations 
or restrictions. More recently there has been a tendency 

to look more closely at various kinds of capital inflow to 
determine to what extent it may serve Australia's national 
interests. Concern has been expressed by many Australians 
over possible domination by overseas interests of key 

sectors of the Australian economy. There has also been 
concern that the flow of capital from abroad could work 
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against government fiscal and monetary measures to control 
the economy. A Senate Select Committee on Overseas Owner- 
ship and Control is holding a public inquiry on foreign 
investment. Its report and recommendations will probably 
not be ready before the end of 1973. 


The Government is waiting for five reports from the Treasury 
Department concerning various aspects of foreign investment 
after which it proposes to make a policy statement on foreign 
investment. In the meantime, the purchase, or takeover, of 
existing Australian companies by overseas interests has been 
a particular target for criticism. The Prime Minister, the 
Deputy Prime Minister and leaders of the opposition (Labor) 
party have expressed their objections. Some type of 
Government action to screen future takeover proposals seems 
quite likely in the near future. 


Steps may also be taken to apply greater controls to the 
activities of non-bank financial companies. In recent 
years, there has been a notable development in Australia of 
financial institutions, apart from regular commercial banks, 
and of more varied concepts of financing. Government 
officials have expressed concern that the activities of 
these institutions are not subject to the regulations and 
controls (reserves, interest rates, etc.) that are applied 
to regular banking institutions to ensure that their 
activities conform to Government policies for management 

of the economy. American and other overseas investors 

have been especially prominent in the non-bank financial 
field. Suggestions that controls should be extended in 
this area appear to be directed at the economic impact of 
the activities of such institutions rather than at any 
element of overseas ownership. 





Economic Trends 


Market Share 
Reports 


U.S. performance in 


world markets 
1966-70 


e MACHINERY e CHEMICALS e MANUFACTURES 


market share reports are issued in two series: 


THE COUNTRY SERIES gives: THE COMMODITY SERIES gives: 


e U.S. dollar values and percentage * total import market for most 
shares of the market manufacturers 


e values of shipments of manufac- * dollar value of shipments by the 
tured products of eight other U.S. and eight principal suppliers 


countries e 1,109 commodity reports to 92 


e dollar value of shipments of 1,127 destinations 


manufactured products into a Country Series, $3 each report 
single foreign market : : ‘ 
Commodity Series, $3 for one to five 
© 73 country reports reports 


ORDER YOUR FREE MARKET SHARE REPORTS 
CATALOG . . . TODAY! 


City, State ... 


Mail to: NATIONAL TECHNICAL 
INFORMATION SERVICE 
U.S. Dept. of Commerce 
Springfield, Virginia 22151 
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